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a new  9-months’  record. 


East-West  Trade  Growth 
Spurs  Increases 
In  Trade  Financing 

By  James  Iso 

As  the  countries  of  Eastern  Europe  and  the  USSR 
become  increasingly  important  buyers  of  U.S.  farm 
products,  the  demand  for  East-West  trade 
financing  has  grown.  Successful  bilateral  trade 
hinges  on  financing  and  credit.  This  article  examines 
the  structure  of  such  financing  and,  more 
specifically,  the  U.S.  programs  designed  to  handle  it. 


With  the  growth  in  trade 
between  the  West  and 
the  Communist  countries  of 
Eastern  Europe  and  the 
USSR  (as  a group,  the  third 
largest  trading  area  in  the 
world),  has  come  a growth 
in  demand  for  East-West 
trade  financing. 

In  1977,  the  countries  of 
Eastern  Europe  and  the 
USSR  imported  almost  $2 
billion  worth  of  U.S.  agri- 
cultural products  (including 
transshipments),  compared 
with  less  than  $300  million 
before  1970. 

A recent  U.S.  bank  study 
reported  that  the  financial 
indebtedness  to  the  West 
by  East  European  coun- 
tries1 and  the  USSR  grew 
from  negligible  levels  in 
1971  to  an  estimated  $45.6 
billion  in  1976. 

Included  in  the  debts  are: 
USSR— $16.2  billion;  Po- 
land— $12.6  billion;  the 
German  Democratic  Re- 
public (GDR) — $5.5  billion; 
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Romania — $2.7  billion;  Hun- 
gary— $2.5  billion;  Bulgaria 
— $2.6  billion;  Czechoslo- 
vakia— $1.6  billion;  and  the 
Council  for  Mutual  Eco- 
nomic Assistance  (CMEA) 
banking  institutions — $1.9 
billion. 

Current  estimates  place 
a possible  aggregate  debt 
level  of  over  $70  billion  by 
1980. 

Apprehension  has  been 
expressed  by  some  in  the 
United  States  over  the  sit- 
uation, but  this  view  is  not 
shared  by  a number  of  ma- 
jor U.S.  commercial  banks 
that  have  already  extended 
approximately  $5  billion  in 
credit  to  the  East. 

The  consensus  of  both 
U.S.  and  West  European 
bankers  appears  to  be  that 
current  and  projected  East 
European  debt  is — on  the 
whole — manageable.  Con- 
fidence is  maintained  that 
East  European  governments 
will  continue  to  meet  their 
financial  commitments  and 
rule  out  the  possibility  of 


1 Poland,  Romania,  Hungary, 
Czechoslovakia,  Bulgaria,  and 
the  German  Democratic  Re- 
public. 


full  default  by  any  East 
European  country.  On  the 
whole,  commercial  bankers 
continue  to  give  Eastern 
Europe  a good  credit  rating. 

Outside  of  political  con- 
siderations, successful  bi- 
lateral trade  fundamentally 
evolves  around  financing 
and  credit.  To  understand 
this  area,  one  must  closely 
examine  both  the  structure 
of  trade  financing  as  it  ex- 
ists in  the  socialist  coun- 
tries and  the  forms  of  U.S. 
Government  and  commer- 
cial financing  available  for 
export  trade. 

East  European  trade  fi- 
nancing. The  ministry  of 
foreign  trade  in  most  East 
European  countries  main- 
tains centralized  control  of 
foreign  trade  for  the  State. 

The  State  is  the  central 
negotiator  of  trade  and  the 
determiner  of  types  and 
volume  of  commodities  to 
be  imported,  as  well  as 
their  area  of  distribution. 

Although  these  import 
demands  hinge  on  domes- 
tic requirements,  the  State 
decisions  on  imports  from 
the  West  are  more  strongly 
influenced  by  supply  and 
demand  economics,  avail- 
ability of  foreign  exchange, 
credit  arrangements,  and 
political  considerations. 

At  this  time,  limitations  of 
foreign  exchange  and  for- 
eign credit  are  the  overrid- 
ing factors  affecting  im- 
ports from  the  West  for 
many  countries. 

The  foreign  trade  organi- 
zations (FTO)  within  the 
Ministry  of  Foreign  Trade 
oversee  trade.  However,  in 
some  East  European  coun- 
tries— Poland,  Hungary,  and 
the  GDR — approved  indus- 
try associations  or  individ- 
ual industrial  enterprises 
may  engage  in  foreign  trade 
in  a limited  manner. 

The  FTO,  however,  is  the 
principal  medium  through 
which  the  mechanics  of 
trade  operate.  Its  functions 
normally  encompass  every- 


thing from  final  contracting 
to  arrangements  for  financ- 
ing and  shipment  of  goods 
with  the  foreign  supply 
source. 

The  FTO’s  generally  op- 
erate on  normal  commer- 
cial trade  principles — tak- 
ing into  account  price, 
quality,  delivery  date,  and 
payment  terms.  In  some 
payment  procedures,  the 
FTO  provides  the  promis- 
sory note  for  payment, 
guaranteed  by  the  foreign 
trade  bank.  In  these  cases, 
the  Western  exporter  re- 
ceives payment  through  his 
normal  commercial  banking 
note  discounting  proce- 
dures. 

In  commercial  trade 
credit  arrangements,  the 
foreign  trade  banks  of  many 
socialist  countries  arrange 
credit  directly  with  West- 
ern commercial  banks  on 
terms  generally  accepted  in 
international  trade. 

Socialist  countries  faced 
with  a need  for  increased 
agricultural  trade,  but  pos- 
sessing limited  foreign  ex- 
change, often  will  seek  al- 
ternative payment  arrange- 
ments to  supplement  tradi- 
tional cash  payments — or 
will  arrange  transactions 
tantamount  to  barter. 

In  this  case,  concern  for 
exports  of  domestic  prod- 
ucts often  equals  the  pri- 
ority placed  on  imports  of 
needed  goods.  The  increas- 
ing trade  and  demand  for 
financing  have  drawn  so- 
cialist banks  to  negotiate 
closely  with  Western  banks 
for  more  favorable  terms, 
particularly  longer  repay- 
ment periods. 

Role  of  National  Banks 

National  banks  in  Eastern 
Europe  are  the  govern- 
ment’s force  of  influence 
and  control  over  financing 
in  both  the  domestic  econ- 
omy and  international  trade. 
The  national  bank  is  wholly 
a State  organization  and 
controls  all  finances  in  the 
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country.  Under  the  Ministry 
of  Finance,  it  manages  for- 
eign exchange,  budget,  and 
operations  for  international 
trade. 

Subordinate  to  the  na- 
tional bank  is  the  foreign 
trade  bank,  which  carries 
out  functions  in  the  area  of 
foreign  exchange  and  trade 
payments.  Basically,  pay- 
ments for  all  international 
trade  and  service  transac- 
tions are  handled  by  the 
foreign  trade  bank. 

U.S.  Government  trade 
financing  programs.  Under 
provisions  of  the  U.S.  Trade 
Act  of  1974,  which  encom- 
passes the  Jackson-Vanik 
Amendment,  the  U.S.  Gov- 
ernment is  prevented  from 
extending  export  credit,  in- 
vestment guarantees,  or 
credit  guarantees  to  any 
nonmarket  country  that 
does  not  provide  freedom 
of  emigration  to  its  citizens. 

Among  the  U.S.  Govern- 
ment credit  and  financing 
programs  affected  by  the 
Act  are:  Commodity  Credit 
Corporation  (CCC)  Export 
Credit  Sales  Program,  Pub- 
lic Law  480,  Export-Import 
Bank,  and  the  Overseas 
Private  Investment  Corpo- 
ration (OPIC). 

Among  the  socialist  coun- 
tries, Poland  and  Yugosla- 
via are  exempt  from  the 
Trade  Act  restriction  be- 
cause of  the  most-favored- 
nation  (MFN)  status  they 
enjoyed  with  the  United 
States  prior  to  the  Act. 

In  addition,  Romania  has 
been  extended  MFN  status 
via  waiver  by  the  President 
of  the  United  States  under 
terms  of  the  Act  as  it  ap- 
plies to  provisions  of  free- 
dom of  emigration. 

With  implementation  of 
the  U.S. -Hungarian  Trade 
Agreement  on  July  7,  Hun- 
gary became  the  fourth 
East  European  country  to 
receive  MFN  status.  (For- 
eign Agriculture,  July  24, 
1978.) 

Functions  of  U.S.  Gov- 


ernment credit  financing 
programs  include: 

• Public  Law  480  pro- 
grams. The  Agricultural 
Trade  Development  and  As- 
sistance Act  of  1954  (or 
Food  for  Peace  or  P.L.  480 
program),  as  amended,  has 
among  its  principal  objec- 
tives the  encouragement  of 
the  economic  development 
in  developing  countries,  the 
combatting  of  hunger  and 
malnutrition,  the  expansion 
and  development  of  export 
markets  for  U.S.  agricul- 
tural commodities,  and  the 
facilitating  of  U.S.  foreign 
policy  abroad. 

The  principal  programs 
of  the  Act  are  Title  I agree- 
ments with  developing 
countries,  which  provide 
agricultural  commodities 
under  long-term  dollar  or 
convertible  local  currency 
credit  sales  (up  to  40  years) 
and  Title  II  donations  of 
food. 

P.L.  480  Programs 

New  provisions  under 
Title  III  permit  multiyear 
programing  and  forgiveness 
of  dollar  payments,  pro- 
vided the  recipient  country 
undertakes  specific  agricul- 
tural and  economic  devel- 
opment projects  for  com- 
modities delivered  under 
Title  I agreements. 

Currently,  no  East  Euro- 
pean countries  are  partici- 
pating in  P.L.  480  programs. 

• Commodity  Credit  Cor- 
poration Program.  The 
USDA’s  CCC  Export  Credit 
Sales  Program — often  re- 
ferred to  as  GSM-5 — is  de- 
signed to  finance  commer- 
cial sales  of  U.S.  farm  prod- 
ucts. CCC  has  been  one  of 
the  major  credit  vehicles  to 
assist  sales  of  U.S.  farm 
products  abroad. 

The  specific  agricultural 
products  eligible  for  CCC 
export  financing  vary.  How- 
ever, they  are  essentially 
commodities  that  are  in 
more  than  adequate  supply 
and  the  exports  of  which 


effectively  utilize  CCC  cred- 
it to  achieve  export  expan- 
sion. 

This  program  is  not  in- 
tended to  displace  cash 
sales,  but  is  oriented  to 
support,  maintain,  expand, 
and  develop  new  overseas 
markets  for  U.S.  agricul- 
tural commodities.  USDA- 
approved  sales  are  fi- 
nanced for  periods  of  6-36 
months. 

As  of  July  1978,  interest 
rates  charged  by  the  pro- 
gram are  8.5  percent  when 
U.S.  bank  guarantees  are 
used  and  9.5  percent  for 
foreign  bank  obligations. 
Letters  of  credit  issued  by 
foreign  banks  must  be  fully 
advised  and  confirmed  at 
least  10  percent  by  a U.S. 
bank. 

Aggregate  CCC  lines  of 
credit  for  Yugoslavia  during 
1968-77  totaled  $170.2  mil- 
lion. Commodities  financed 
and  their  total  cash  values 
were:  Soybean  oil  ($62  mil- 
lion); wheat  ($49.3  million); 
corn  ($35.1  million);  and 
cotton  ($12.8  million).  All 
lines  provided  36-month  re- 
payment terms.  (Equal  an- 
nual repayments  of  princi- 
pal plus  accrued  interest.) 

Thus  far  in  fiscal  1978, 
CCC  credit  financing  has 
been  extended  to  Yugo- 
slavia for  purchase  of  $29 
million  worth  of  soybeans 
(approximately  100,000 
metric  tons). 

Poland  is  the  second 
largest  recipient  of  credit 
among  countries  in  the  CCC 
program. 

Poland’s  purchases  of 
U.S.  farm  products  under 
CCC  credit  programs  dur- 
ing 1962-77  totaled  $582.3 
million. 

In  fiscal  1978,  Poland’s 
CCC  t credit  lines  totaled 
$514  million  for  the  financ- 
ing of  U.S.  agricultural  com- 
modity exports. 

Specific  commodities  and 
values  are:  Feedgrains 
($229.7  million);  wheat 
($73.2  million);  cottonseed, 


linseed,  soybean  meals 
($98  million);  soybeans  ($35 
million);  soybean  meal  ($28 
million);  cotton  ($15  mil- 
lion); tallow  ($12  million); 
linseed  oil  ($7  million); 
vegetable  oils  ($6  million); 
soy  protein  ($5.8  million); 
and  tobacco  ($4.3  million). 

All  credit  lines  were  ex- 
tended on  3-year  repayment 
terms. 

Total  CCC  export  financ- 
ing extended  to  Romania 
from  1970  through  1977  was 
$158.2  million.  Commodi- 
ties included  cotton,  feed- 
grains,  wheat,  soybeans, 
and  soybean  meal. 

In  fiscal  1978,  a $23-mil- 
lion-line  of  CCC  credit  to 
Romania  was  established 
for  the  purchase  of  approx- 
imately 100,000  tons  of  soy- 
beans on  3-year  repayment 
terms. 

Until  recently,  Hungary 
was  not  eligible  for  CCC 
credit.  However,  prior  to  the 
passage  of  the  1974  Trade 
Act  (1966-74),  Hungary  re- 
ceived a $5. 8-million-line  of 
credit,  purchasing  $1.4  mil- 
lion in  breeder  animals  and 
$4.4  million  in  grain  sor- 
ghum. Credit  terms  ranged 
from  12  to  36  months. 

The  President  recently 
declared  Hungary  eligible 
for  CCC  credit,  and  as  of 
July  7,  the  country  enjoys 
MFN  status. 

Czechoslovakia  has  also 
been  ineligible  for  CCC 
credit  since  the  Trade  Act. 
However,  during  1966-67, 
credit  use  under  the  pro- 
gram totaled  $8.9  million — 
entirely  for  the  purchase  of 
grain  sorghum. 

Bulgaria  and  the  GDR  are 
not  eligible  for,  nor  have 
they  previously  used,  CCC 
credit  financing. 

• Export-Import  Bank  of 
the  United  States.  An  en- 
tirely U.S.  Government-fi- 
nanced banking  operation 
established  in  1945,  the  Ex- 
port-Import Bank  finances 
and  facilitates  U.S.  exports. 
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Functions  of  the 
Export-Import  Bank 

The  Export-Import  Bank 
supplements  and  encour- 
ages, but  does  not  compete 
with  private  banks  in  pro- 
moting export  trade.  The 
prevailing  policy  of  the 
Bank,  however,  discourages 
extension  of  credit  in  financ- 
ing exports  of  farm  com- 
modities because  they  are 
more  appropriately  handled 
by  CCC  short-term  credits. 

With  the  exception  of  a 
$75-mil lion  credit  extended 
annually  to  the  Japanese 
textile  industry  in  its  pur- 
chase of  U.S.  cotton  and 
some  financing  of  cattle, 
the  Export-Import  Bank  en- 
gages in  no  other  farm 
commodity  financing. 

Under  the  provisions  of 
the  U.S.  Trade  Act  that  af- 
fect extension  of  U.S.  credit 
to  East  European  nations, 
the  only  socialist  nations 


that  currently  qualify  for 
Export-Import  Bank  loans 
are  Poland,  Romania,  and 
Yugoslavia. 

• Foreign  Credit  Insur- 
ance Association  (FCIA). 
The  FCIA — a consortium  of 
some  50  of  the  Nation’s 
leading  private  insurance 
companies  — coop- 
erates with  the  Export-Im- 
port Bank  to  cover  commer- 
cial and  political  risks  for 
short-term  and  medium- 
term  export  credit  transac- 
tions. The  commercial 
banks  and  the  FCIA  are 
guaranteed  by  the  Export- 
Import  Bank  against  all  po- 
litical risks  taken  on  both 
the  insurance  programs 
and  the  commercial  bank 
guarantee  programs. 

• Overseas  Private  In- 
vestment Corporation 
(OPIC).  Formally  organized 
in  1971,  OPIC  functions  un- 
der two  main  programs — to 


insure  U.S.  private  invest- 
ments in  less  developed 
countries  against  certain 
political  risks  and  to  fi- 
nance the  investigation  and 
development  of  projects  of 
U.S.  investors  in  these 
countries. 

As  a U.S.  Government-fi- 
nanced organization,  com- 
mitments, obligations,  and 
payment  performances  rest 
with  the  United  States,  even 
though  OPIC’s  status  stip- 
ulates that  OPIC  must  un- 
dertake to  “conduct  financ- 
ing, insurance,  and  rein- 
surance operations  on  a 
self-sustaining  basis”  and 
“conduct  its  insurance  op- 
erations with  due  regard  <o 
principles  of  risk  manage- 
ment.” 

OPIC  focuses  on  long- 
term U.S.  commercial  in- 
vestments abroad  in  viable 
projects,  such  as  facilities, 
plants,  and  other  projects 


having  accountable  capital 
inventories.  OPIC  is  not  in- 
volved in  any  trade  financ- 
cing  or  in  commodity  trade 
credit. 

However,  OPIC  and  CCC 
have  announced  a joint  ef- 
fort to  stimulate  exports  of 
agricultural  commodities. 
OPIC  provides  loans,  loan 
guarantees,  and  political 
risk  insurance  for  U.S.  pri- 
vate investors  in  developing 
countries  for  the  financing 
of  agricultural  marketing 
facilities. 

Working  capital  will  be 
provided  through  the  fi- 
nancing of  U.S.  agricultural 
exports  under  the  CCC  Ex- 
port Credit  Sales  Program. 

A similar  joint  effort  be- 
tween CCC  and  the  Export- 
Import  Bank  in  the  area  of 
agriculture  is  also  being 
programed. 

Of  the  East  European 
countries,  only  Yugoslavia 


Representative  or  Branch  Offices  of  Commercial 
Banks  in  East  European  Countries 

Country  and  capital  Bank 


Banco  di  Napoli  (Italy) 

Credit  Lyonnais  (France) 

Societe  Generale  (France) 

Banco  Commerciale  Italians  (Italy) 
Citibank  of  New  York  1 (United  States) 
Creditanstalt  Bankverein  (Austria) 

First  National  Bank  of  Chicago-Rep. 
(United  States) 

Banque  Nationale  de  Paris  (France) 
Credit  Industrial  et  Commercial  (France) 
Banco  Commerciale  Italians  (Italy) 
Manufacturers  Flanover  Trust  Company 
of  New  York — Branch  Office 
(United  States) 

Bank  of  America  (United  States) 

Chase  Manhattan  Bank,  NA 
(United  States) 

Citibank  of  New  York  (United  States) 
Commerzbank  (Federal  Republic 
of  Germany) 

Deutsche  Bank  (Federal  Republic 
of  Germany) 

Dresdner  Bank  (Federal  Republic 
of  Germany) 

Kansallis  Osake  Pankki  (Finland) 

Banque  de  Paris  et  des  Pays-Bas 
(France) 

Banque  Nationale  de  Paris  (France) 
Credit  Lyonnais  (France) 

Societe  Generale  (France) 

Banca  Commerciale  Italians  (Italy) 
Banca  di  Napoli  (Italy) 

Banca  di  Roma  (Italy) 

Credito  Italiano  (Italy) 

Nordiska  Foreninstaken  (Norway) 
Svenska  Handelsbanken  (Sweden) 


1 Not  yet  resident. 


Official  Designations  of  National  and  Foreign  Trade 
Banks  in  the  Socialist  Countries  of  Eastern  Europe 


National  bank 

Foreign  trade  bank 

Bulqarska  Narodna  Banka 
(Bulgarian  National  Bank) 

Bulgarska  Vunshnoturgovska 
Banka 

(Bulgarian  Foreign  Trade 
Bank) 

Statni  Banka  Ceskoslovenska 
(State  Bank  of 
Czechoslovakia) 

Ceskoslovenska  Obhodni 
Banka 

(Commercial  Bank  of 
Czechoslovakia) 

Deutsche  Staatsbank 
(German  Democratic 
Republic  State  Bank) 

Deutsche  Aussenhandelsbank 
AG 

(German  Democratic  Re- 
public Foreign  Trade  Bank) 

Magyar  Nemzeti  Bank 

(National  Bank  of  Hungary) 

Magyar  Kulkereskedelmi  Rt 
(Hungarian  Foreign  Trade 
Bank,  Ltd.) 

Narodowy  Bank  Polski 
(National  Bank  of  Poland) 

Bank  Handlowye  w Warszawie 
SA 

(The  Commercial  Bank 
in  Warsaw) 

Banca  Nationals  a Republicii 
Socialista  Romania 
(National  Bank  of  Romania) 

Banca  Romans  de  Comert 
Exterior 

(Romanian  Foreign  Trade 
Bank) 

Narodna  Banka  Yugoslavije 
(National  Bank  of 
Yugoslavia) 

Jugo  Banka 

(Yugoslavia  Foreign  Trade 
Bank) 

Gosbank  USSR 

(State  Bank  of  USSR) 

Vneshtorgbank 

(Bank  of  Foreign  Trade 
of  USSR) 

Bulgaria  (Sofia) 
Germany  Democratic 
Republic 
(East  Berlin) 
Hungary 
(Budapest) 

Poland 

(Warsaw) 


Romania 

(Bucharest) 

Soviet  Union 
(Moscow) 


Page  4 


Foreign  Agriculture 


Japan’s  LIPC  Stabilizes 
Beef  Prices,  Maintains 
Import  Controls 

By  Gary  Groves 


and  Romania  have  been  ex- 
tended OPIC  facilities  fi- 
nancing thus  far. 

U.S.  commercial  banking 
interests.  In  their  trade  with 
the  West,  East  European 
countries  have  looked  care- 
fully at  credit  available  from 
commercial  banks  of  the 
West. 

East-West  trade  rose  from 
a volume  of  $13  billion  in 
1970  to  $48  billion  in  1976. 
U.S.  agricultural  exports 
have  benefited  significantly 
from  the  development, 
bringing  about  a strong 
need  for  financing. 

West  European  and  U.S. 
commercial  banks  have 
been  vital  to  this  phase  of 
the  development  in  East- 
West  trade.  U.S.  banks  are 
moving  toward  more  asser- 
tive participation  in  these 
markets  as  their  business 
increases. 

Except  for  the  USSR  and 
Romania,  U.S.  banks  oper- 
ating in  Eastern  Europe  do 
not  have  branch  bank 
status,  but  rather  represent- 
ative status. 

U.S.  banks,  therefore, 
function  largely  in  trade 
servicing  of  clients  and  are 
precluded  from  providing 
full  banking  support.  The 
administration  of  trade  fi- 
nancing is  accomplished 
principally  via  the  domes- 
tic bank. 

Most  U.S.  banks  engaged 
in  East-West  trade  operate 
largely  from  their  branches 
in  European  financial  cen- 
ters— such  as  London, 
Paris,  Frankfurt/Main — or 
from  East-West  trade  cen- 
ters such  as  Vienna.  The 
only  East  European  nation 
that  permits  a foreign  bank 
branch  to  operate  within 
its  national  boundary  is 
Romania. 

West  European  banks, 
such  as  those  of  Austria, 
France,  West  Germany, 
Italy,  and  the  United  King- 
dom have  offices  under 
representative  status  in 
most  East  European  coun- 


tries. 

In  view  of  export  oppor- 
tunities, U.S.  regional 
banks,  particularly  those  in 
farm  communities  or  asso- 
ciated with  agricultural  pro- 
duction, recently  have  be- 
come increasingly  inter- 
ested in  East-West  trade 
financing.  Their  participa- 
tion in  East  European  ex- 
port financing  representing 
clients  is  basically  being 
accomplished  through  large 
bank  syndications.  For  a 
very  few,  direct  communi- 
cations have  been  estab- 
lished with  the  foreign 
trade  banks  in  socialist 
countries. 

U.S.  firms  trading  with 
Eastern  Europe,  therefore, 
have  several  options  in  ar- 
ranging trade  financing: 

• Use  U.S.  banks  to  tap 
services  available  through 
West  European  commercial 
banks; 

• Directly  contact  West 
European  banks  handling 
trade  financing  with  social- 
ist countries;  or 

• Deal  directly  with  East 
European  banks. 

International  trade  in 
commodities  such  as  grains 
and  soybeans  is  normally 
transacted  on  short-term 
credit.  However,  Western 
banks  are  finding  them- 
selves under  increasing 
pressure  from  socialist 
countries  for  substantially 
longer  credit  terms.  Al- 
though banks  vary  in  these 
decisions,  the  majority  of 
U.S.  banks  now  appear  re- 
ceptive to  1-year  credit  on 
most  farm  product  trade. 

Some  even  have  consid- 
ered extension  to  as  much 
as  2 years  on  items  such  as 
livestock,  but  they  have  not 
— as  yet — accepted  social- 
ist country  demands  for  3- 
year  terms. 

Long-term  U.S.  financing 
is  largely  in  the  sphere  of 
Government  programs, 
which  generally  are  not 
available  at  this  time  to 
Eastern  Europe.  □ 


Japan  has  a strict  import 
control  system  for  beef 
— designed  to  help  stabi- 
lize domestic  beef  prices. 
Maintenance  of  these  im- 
port controls  and  develop- 
ment and  promotion  of 
Japan’s  livestock  industry 
are  the  primary  responsi- 
bilities of  the  Japanese 
Livestock  Industry  Promo- 
tion Corporation  (LIPC). 

The  Corporation — a qua- 
si-Governmental  institution 
established  in  1961  and 
closely  tied  to  the  Japanese 
Ministry  of  Agriculture  and 
Forestry  (MAF) — has  ex- 
panded its  duties  in  recent 
years  from  concentrating 
on  the  domestic  dairy  and 
pork  sectors  to  becoming 
involved  in  the  beef  mar- 
ket and  receiving  the  ma- 
jority of  the  general  beef 
quota  allocation. 

Since  the  petroleum 
crisis  and  the  sudden  in- 
crease in  feed  prices  in 
1973,  the  LIPC  has  become 
increasingly  involved  in  the 
Japanese  domestic  beef  in- 
dustry. In  that  year,  Japa- 
nese beef  cattle  producers 
faced  an  extremely  diffi- 
cult situation — many  farm- 


The  author  is  an  agricultural 
economist,  Dairy,  Livestock, 
and  Poultry  Division,  Foreign 
Commodity  Analysis,  FAS. 


ers  had  borrowed  heavily 
both  to  expand  their  cattle 
fattening  activities  and  to 
purchase  feeder  calves. 

At  that  time,  the  LIPC 
did  not  have  the  authority 
to  support  domestic  beef 
prices.  However,  in  1975, 
the  Japanese  Government 
adopted  a price  stabiliza- 
tion program  for  beef  simi- 
lar to  the  program  for  other 
livestock  products.  The  re- 
sponsibility for  implement- 
ing this  program  was  given 
to  the  LIPC. 

Prior  to  the  beginning  of 
each  Japanese  fiscal  year — 
(JFY) — (Apri  1-March)  the 
MAF  receives  price  recom- 
mendations from  the  Live- 
stock Industry  Promotion 
Council,  which  is  composed 
of  producer,  distributor,  and 
consumer  representatives. 

The  MAF  then  determines 
two  sets  of  wholesale  ceil- 
ing and  floor  prices — one 
for  Japanese  beef  breeds 
and  one  for  other  cattle  that 
are  primarily  of  the  dairy 
breeds.  Prices  are  set  for 
the  second  grade  carcass 
of  each. 

If  the  wholesale  market 
price  for  second  grade  beef 
carcasses  falls  below  the 
floor  price,  the  LIPC  pur- 
chases beef  at  wholesale 
markets  or  from  producer 
associations  and  places  it 
in  cold  storage  or  subsi- 
dizes the  cost  of  storage. 
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If  the  wholesale  market 
price  rises  above  the  ceil- 
ing price,  the  Corporation 
sells  stored  beef.  The  sale 
of  stored  beef  also  can  be 
made  when  the  market 
price  is  between  the  floor 
and  ceiling  levels. 

Since  the  inception  of 
the  program  in  1975,  no 
purchase  of  domestic  beef 
has  been  made.  The  stored 
beef  that  the  LIPC  uses  to 
stabilize  the  domestic  mar- 
ket has  been  imported  beef. 

Japan  is  the  largest  mar- 
ket for  U.S.  beef  and  veal 
exports.  In  1977,  the  United 
States  exported  20,198  tons 
(product  weight)  of  beef 
and  veal,  valued  at  $52.5 
million,  to  Japan.  This  ac- 
counted for  nearly  one-half 
of  total  U.S.  beef  and  veal 
exports  in  1977. 

In  JFY  1978,  the  ceiling 
price  for  second  grade 
dairy  steer  carcasses  is 
about  $6.70  per  kilogram, 
while  the  floor  price  is 
about  $5.00  per  kilogram. 
For  native  Japanese  beef 
cattle,  such  as  Wagyu,  the 
floor  to  ceiling  price  range 
in  1978  is  $6.20  to  $8.00  per 
kilogram. 

These  stabilization  prices 
are  the  same  as  they  were 
in  JFY  1977,  when  average 
market  prices  for  cattle 
generally  remained  within 
their  floor  and  ceiling  levels. 

After  reviewing  the  do- 
mestic supply  situation,  the 
MAF  determines  semi-an- 
nual beef  import  quotas. 
Allocations  are  made  under 
both  a general  quota  and 
several  special  quotas — 
such  as  for  the  school  lunch 
program  and  for  interna- 
tional hotels. 

The  LIPC  receives  about 
90  percent  of  the  general 
quota.  In  JFY  1977,  the 
LIPC  received  73,000  tons 
of  the  80,000-ton  general 
beef  quota.  This  is  in  con- 
trast to  the  late  1960’s, 
when  the  private  trade  re- 
ceived the  larger  portion  of 
the  general  quota.  The 
LIPC  share  of  the  quota  is 


imported  either  on  a tender 
basis  or  by  the  one-touch 
method. 

The  tender  system  is 
used  primarily  for  imports 
of  frozen  beef.  After  re- 
viewing the  domestic  sup- 
ply and  demand  situation, 
the  LIPC  determines  the 
quantity  and  type  of  beef 
imports  needed  to  maintain 
an  appropriate  stock. 

Japanese  importers  are 
notified  as  to  the  various 
cuts  desired  by  the  LIPC 
and  the  geographic  areas 
from  which  this  meat  should 
originate.  Importers  then 
may  submit  bids  to  the 
LIPC,  showing  cuts,  grade, 
origin,  delivery  time,  quan- 
tity, and  price.  Only  regis- 
tered and  approved  import- 
ers can  participate  in  LIPC 
tenders,  and  imports  must 
originate  in  countries  ap- 
proved by  the  MAF.  Im- 
porters are  allocated  ton- 
nages based  on  the  lowest 
price. 

The  LIPC  maintains 
stocks  of  imported  beef  at 
the  port  of  arrival,  and  re- 
leases these  stocks  to  end- 
users  by  means  of  an  auc- 
tion at  wholesale  meat 
markets  or  fixed-price  sales 
to  designated  organizations. 
These  beef  sales  are  regu- 
lated in  such  a way  as  to 
keep  the  fluctuations  of  the 
wholesale  prices  of  domes- 
tic beef  within  the  stabiliza- 
tion price  range  determined 
by  the  MAF. 

The  LIPC  determines  a 
minimum  price  in  the  case 
of  auctioned  release  and  a 
set  price  for  fixed-price  re- 
lease. The  difference  be- 
tween the  purchase  and 
sale  price  is  profit  for  the 
LIPC  that  can  be  used  to 
finance  development  and 
promotional  activities. 

The  one-touch  system  is 
applied  mainly  to  chilled 
beef,  which  must  be  deliv- 
ered to  endusers  within  a 
minimum  period  of  time.  If 
it  is  determined  that  chilled 
beef  must  be  imported  to 
bring  domestic  prices  down, 


the  LIPC  works  out  monthly 
arrival  plans  about  2 months 
in  advance,  and  makes  al- 
locations to  designated  as- 
sociations of  endusers.  At 
the  same  time,  the  LIPC  sets 
target  purchase  prices  on 
different  cuts  of  meat.  Pur- 
chase prices  for  endusers 
are  determined  by  adding 
surcharges  to  the  importer’s 
c.i.f.  quotations. 

For  example,  an  import 
firm  that  is  importing  beef 
under  the  one-touch  system 
receives  a quotation  from  a 
foreign  supplier  and  checks 
with  the  LIPC  to  determine 
if  the  price  is  below  the 
target  price — which  is  held 
confidentially  by  the  LIPC. 
If  the  price  is  below  target, 
the  LIPC  accepts;  if  the 
price  submitted  by  the  im- 
porter is  above  the  target, 
the  LIPC  rejects  the  trans- 
action. 

By  using  the  one-touch 
method,  shipping  and  de- 
livery plans  can  be  worked 
out  between  exporter,  im- 
porter, and  enduser  to  as- 
sure quick  delivery  of  the 
product  to  the  enduser  and 
to  maintain  the  quality  of 
the  chilled  beef.  At  the 
same  time,  the  LIPC  retains 
control  of  the  quantity  and 
price  by  requiring  all  docu- 
mentation to  be  channeled 
through  the  Corporation. 

As  with  the  tender  sys- 
tem, only  registered  and 
approved  importers  and 
endusers  may  purchase  im- 
ported beef  under  the  one- 
touch  system.  As  of  Octo- 
ber 31,  1977,  there  were 
2,279  meat  retail  stores  in 
Japan  that  were  designated 
by  the  LIPC  to  handle  im- 
ported chilled  beef.  This 
represented  only  6.4  per- 
cent of  Japan’s  34,475  meat 
retail  outlets. 

The  majority  of  the  desig- 
nated stores  were  Mom- 
and-Pop  type  stores — small 
meat  shops  that  tradition- 
ally have  been  in  the  meat 
business.  The  remainder 
are  department  stores, 
chain  stores,  and  self-serv- 


ice stores  that  sell  meat  as 
just  one  of  many  retail 
items. 

The  surcharge  levied 
against  beef  imported  under 
one-touch  system  is  in- 
tended to  keep  imported 
beef  prices  in  line  with 
domestic  prices.  The  sur- 
charge varies  by  fresh  and 
frozen  cut,  ranging  from 
about  $1.40  per  kilogram 
for  chilled,  bone-in  full 
forequarters  to  about  $3.20 
per  kilogram  for  chilled, 
boneless  full  hindquarters. 
Revenue  collected  from  the 
surcharge  are  used  by  the 
LIPC  in  its  development 
and  promotional  activities 
of  the  domestic  livestock 
industry. 

In  JFY  1976,  the  LIPC 
posted  a net  operational 
profit  of  about  $135  million 
through  purchasing  70,378 
tons  of  beef  and  releasing 
77,389  tons  of  imported 
beef.  Of  the  total  amount 
of  imported  beef  purchased, 
21,218  tons  were  imported 
under  the  tender  system 
and  49,160  tons  were  under 
the  one-touch  system. 

Most  of  the  profits  from 
the  purchase  and  sale  of 
imported  beef  are  shifted 
to  the  subsidy  program  ac- 
count within  the  LIPC.  This 
account  is  used  to  subsi- 
dize various  livestock-re- 
lated programs  and  to  sup- 
ply capital  for  selected 
livestock-related  organiza- 
tions. 

In  JFY  1976,  the  program 
to  subsidize  part  of  the  in- 
terest rates  on  loans  to  beef 
producers  received  the 
largest  share  of  the  funds. 
Some  other  major  uses  in- 
cluded: Paying  incentives 
money  to  milk  producers  in 
addition  to  Government  de- 
ficiency payments  of  factory 
milk;  subsidizing  the  pur- 
chases of  machinery  and 
equipment  to  be  leased  by 
the  Livestock  Environmental 
Protection  Association;  and 
supplying  capital  for  selec- 
tive beef  and  dairy  farm 
products.  □ 
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Foreign  Agriculture 


Colombia 
To  Export 
Parboiled 
Rice 

By  Alfred  R.  Persi 


Colombia’s  parboiled 
rice  industry  was  off 
and  running  in  1977  as  two 
of  the  country’s  grain  com- 
panies opened  facilities  not 
far  from  Bogota.  Both  com- 
panies are  looking  overseas 
for  their  major  markets. 
Although  rice  is  a staple 
food,  most  Colombian  con- 
sumers prefer  traditional 
type  rice  instead  of  the  new 
parboiled  kind. 

Despite  their  desire  to 
penetrate  export  markets, 
the  Colombian  companies 
may  have  difficulty  doing 
so  since  a number  of  coun- 
tries, including  the  United 
States,  are  well-established 
suppliers  and  will  provide 
stiff  competition  for  the 
newcomers.  The  overseas 
success  of  the  Colombian 
product  will  largely  depend 
on  its  selling  price  and 
quality. 

And  since  the  two  com- 
panies— Union  Molinera, 
S.A.,  a milling  firm,  and 
Soceagro,  one  of  the  coun- 
try's major  cultivators,  proc- 
essors, and  exporters  of 
conventional  white  and 
brown  rice — use  the  do- 
mestic rice  variety  CICA-4 
as  its  raw  material,  there  is 
little  opportunity  for  the 
United  States  or  other  rice 
suppliers  to  boost  rice  ex- 
ports to  Colombia  to  supply 


The  author  was  until  recently 
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the  processing  industry. 

CICA-4  is  grown  in  suf- 
ficient quantity  to  meet  cur- 
rent needs  of  the  rice  par- 
boilers  and  production  can 
probably  be  expanded  to 
take  care  of  future  needs. 

Both  the  Union  Molinera 
plant,  located  in  the  city  of 
Duitama,  198  kilometers 
from  Bogota,  and  the  So- 
ceagro plant  in  Villavicen- 
cio,  128  kilometers  away, 
are  equipped  with  up-to- 
date  equipment. 

In  the  case  of  Union 
Molinera,  much  of  the  ma- 
chinery comes  from  Taiwan 
and  West  Germany,  while 
its  electronic  rice  classifi- 
cation equipment  is  from 
the  United  States.  The  So- 
ceagro plant  has  equipment 


of  both  domestic  and  for- 
eign origin. 

The  Union  Molinera  plant 
has  an  installed  parboiled 
rice  production  capacity  of 
500-600  metric  tons  per 
month,  6,000-7,200  tons  a 
year.  The  site  also  includes 
facilities  for  wheat  and 
corn  milling. 

Twenty-eight  persons  are 
employed  at  the  Duitama 
plant  and  are  engaged  in 
washing,  cooking,  classify- 
ing, and  packaging  opera- 
tions. The  plant  operates 
for  21  consecutive  days, 
with  a 4-day  hiatus  for  ma- 
chine maintenance  and  em- 
ployee rest. 

The  company  buys  its 
domestic  paddy  rice  from 
the  Departments  of  Cesar, 


Clockwise  from  top  left: 
Colombia’s  recently  opened 
parboiled  rice  factories  are 
equipped  with  machines  and 
control  equipment  from 
Taiwan,  West  Germany,  and 
the  United  States;  rice 
washing  equipment;  and 
exterior  view  of  plant. 


located  on  Colombia’s  Car- 
ibbean coast,  and  Meta. 

Although  Union  Molin- 
era’s  chief  goal  is  to  pene- 
trate the  export  market,  a 
long-term  aim  is  to  build  a 
domestic  market  for  its 
product.  But  the  lead  held 
by  traditional  rice — a diet 
staple  whose  direct  con- 
sumption in  1977  was  795,- 
000  tons  and  is  expected  to 
reach  835,000  tons  in  1978 
— will  be  hard  to  overcome. 

In  an  effort  to  swing  do- 
mestic consumers  over  to 
the  new  product,  Union  Mo- 
linera distributed  samples 
to  consumers  totaling  80 
metric  tons  in  late  1977.  In 
March  1978,  the  company 
conducted  a more  intensive 
promotional  campaign. 
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Results  of  these  cam- 
paigns have  been  minimal 
as  yet,  but  the  company 
realizes  it  may  take  sev- 
eral years  before  the  do- 
mestic market  is  penetrated 
in  a meaningful  way. 

Union  Molinera  plans  to 
export  about  half  of  its  par- 
boiled rice  production  each 
year.  The  firm  did  not  ex- 
port any  of  its  product  in 
1977,  and  in  fact,  Colombia 
had  to  import  62,000  tons  of 
rice  to  make  up  a crop 
shortfall,  despite  the  coun- 
try’s recent  role  as  a sur- 
plus producer  and  net  ex- 
porter of  rice. 

In  March  1978,  Molinera 
exported  1,000  tons  of  par- 
boiled rice  to  Lagos,  Ni- 
geria. The  firm  also  is  look- 
ing for  export  markets  in 
Europe  and  neighboring 
South  American  countries, 
such  as  Venezuela. 

Union  Molinera  exports 
its  product  through  the  Port 
of  Santa  Marta  on  Colom- 


bia’s northern  coast. 

Installed  plant  capacity 
at  the  Soceagro  plant  is 
80,000  tons  annually.  The 
plant  employs  500  workers 
and  operates  on  a continu- 
ous daily  basis,  closing  3 
days  a month  for  machine/ 
equipment  servicing  and  re- 
pair and  to  allow  workers 
a rest  period. 

Soceagro  buys  its  CICA- 
4 rice  from  the  Department 
of  Meta.  Officials  of  the  firm 
have  stated  the  company 
buys  its  paddy  on  the  Co- 
lombian market  to  avoid 
paying  overseas  freight 
costs.  But  in  October  1977, 
Soceagro  imported  4,000 
tons  of  U.S.  Labelle  rice  be- 
cause it  was  cheaper  than 
domestic  grain. 

This  rice  was  imported 
duty  free  since  the  Govern- 
ment permits  raw  materials 
to  be  imported  free  of  du- 
ties, licensing  requirements, 
or  prior  deposit,  so  long  as 
the  materials  are  to  be  used 


in  a finished  product  for  ex- 
port. The  purpose  of  these 
exemptions  is  to  stimulate 
nontraditional  exports  by 
Colombians,  particularly  ex- 
ports of  finished  products. 
In  keeping  with  this  policy, 
the  Colombian  Government 
gives  exporters  a 12-per- 
cent tax  rebate. 

While  agreeing  there  is 
a possibility  that  sales  to 
the  domestic  market  can 
be  increased,  Soceagro  be- 
lieves success  there  will 
necessitate  intensive  pub- 
licity and  market  testing 
campaigns.  In  the  mean- 
time, the  company  expects 
to  export  30,000  tons  of 
parboiled  rice  this  year, 
with  sizable  shipments  go- 
ing to  Europe,  the  Middle 
East,  and  the  Caribbean. 

In  February  1978,  Socea- 
gro exported  4,000  tons  of 
parboiled  rice  to  Italy.  At 
the  end  of  March,  the  com- 
pany shipped  another  4,000 
tons  to  the  same  country. 


This  year’s  performance 
is  in  marked  contrast  with 
that  of  last  year  when  no 
exports  were  made.  In  1979, 
Soceagro  hopes  to  increase 
its  parboiled  rice  exports  to 
36,000  tons. 

Although  it  is  equipped 
to  process  medium-  or 
long-grain  rice,  the  plant 
uses  only  long-grain  rice  to 
meet  foreign  preferences. 

The  Soceagro  plant  ex- 
ports primarily  through  the 
same  port  as  Union  Molin- 
era, moving  its  product 
from  Villavicencio  to  Bo- 
gota by  truck,  and  from 
there  to  the  Port  of  Santa 
Marta  by  train. 

Because  of  a train  bridge 
collapse  in  northern  Colom- 
bia at  the  end  of  1977,  the 
company  has  been  tempo- 
rarily shipping  through  the 
port  of  Buenaventura,  lo- 
cated on  Colombia’s  Pacific 
coast.  The  export  price  at 
Buenaventura  was  $500  per 
ton,  f.o.b.  basis.  □ 


Set-Aside  Seen  Stabilizing 
U.S.  Wheat  Trade,  Stocks 

With  the  goal  of  avoiding  wide  swings  in  U.S. 
wheat  prices  and  supplies,  Agriculture  Secretary 
Bob  Bergland  on  August  15  announced  a 20-percent 
set-aside  program  for  1979-crop  wheat.  The  new 
program,  little  changed  from  that  in  effect  this  year, 
should  likewise  avoid  a buildup  of  U.S.  stocks. 

Current  projections  place  value  of  U.S.  wheat  ex- 
ports at  $4.1  billion  in  1979/80,  compared  with  $4.2 
billion  forecast  for  1978/79  and  $3.8  billion  estimated 
for  1977/78. 

Under  the  1979  program,  farmers  must  set  aside 
20  acres  for  every  100  planted  to  wheat  if  they  are 
to  qualify  for  program  benefits. 

• The  market  support  price,  or  loan  rate,  of  $2.35 
a bushel; 

• Deficiency  payments  to  make  up  the  difference 
between  the  average  market  price  during  the  first  5 
months  of  the  1978/79  marketing  year  and  the  target 
price  of  $3.40  a bushel;  and 

• Disaster-payment  coverage. 

The  loan  rate  and  target  price  are  the  same  as 
those  prevailing  for  the  1978  crop. 

Participants  who  reduce  1979  wheat  area  15  per- 
cent below  their  1978  plantings  will  be  eligible  for 


target-price  coverage  on  100  percent  of  their  area. 

The  one  change  from  the  1978  program  is  the  ex- 
clusion of  payments  for  grazing  out  or  haying  of 
planted  wheat  area.  However,  the  Secretary  may 
review  this  decision  later  in  the  1979  season. 

One  major  goal  is  to  trim  U.S.  wheat  stocks  to 
around  31  million  tons  by  June  1,  1980,  or  slightly 
below  those  projected  for  June  1,  1979,  and  7.5  per- 
cent of  projected  world  wheat  use.  The  United  States 
is  committed  to  maintain  a wheat  reserve  of  15  mil- 
ion  tons,  including  a 4-million-ton  special  emer- 
gency reserve  to  meet  U.S.  food  aid  commitments. 

The  set-aside,  if  used  to  the  optimum,  should  keep 
U.S.  wheat  output  some  6 million  tons  less  than 
under  unrestrained  production  and  maintain  prices 
at  about  the  expected  1978/79  average  level — esti- 
mated at  $2.75  a bushel,  compared  with  $2.31  in 
1977/78.  In  contrast,  unrestrained  wheat  output 
could  cause  a substantial  buildup  in  U.S.  stocks  and 
reduce  domestic  wheat  prices  by  about  10  percent. 

World  wheat  production,  meanwhile,  has  con- 
tinued to  increase.  Current  forecasts  place  world 
production  in  1978  at  413  million  tons,  or  8 percent 
more  than  last  year’s  even  though  the  U.S.  crop  is 
expected  to  decline  11  percent  to  49  million  tons. 

World  consumption  in  1978/79  is  projected  some 
1-2  percent  below  production,  pointing  to  some  re- 
building of  stocks.  □ 
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Citrus  Export  Volume 
Rebounds  in  Australia 


Australia’s  citrus  exports 
during  the  1977/78 
marketing  year  (April- 
March)  recovered  signifi- 
cantly from  the  previous- 
year  levels  to  about  22,900 
metric  tons,  according  to 
the  U.S.  Agricultural  At- 
tache in  Canberra,  reflect- 
ing an  end  to  the  dock 
labor  problems  and  quaran- 
tine rejections  in  New  Zea- 
land that  hampered  1976/ 
77  exports. 

Imports  of  citrus  fruit — 
mainly  from  California — 
again  were  small  in  1977/ 
78.  Grapefruit  accounted 
for  the  bulk  of  the  imports, 
although  a few  containers 
of  lemons  were  imported  to 
offset  the  shortfall  in  New 
South  Wales  that  resulted 
from  a poor  coastal  sum- 
mer crop. 

Domestic  grapefruit  and 
lemons  are  now  available, 
and  it  is  unlikely  that  there 
will  be  any  further  imports 
of  fresh  citrus  until  Febru- 
ary 1979.  Importers  indi- 
cate that  their  1977/78 
shipments  of  grapefruit  and 
lemons  from  the  United 
States  were  of  excellent 
quality,  and  that  their  trans- 
actions were  generally  prof- 
itable. 

Exports  of  mandarins 


during  1978/79  are  ex- 
pected to  remain  at  about 

5,000  tons,  while  exports  of 
lemons  may  recover  to 
about  500  tons  as  a re- 
sult of  increased  availa- 
bilities. However,  little 
change  is  in  prospect  for 
grapefruit  exports,  which 
are  expected  to  remain  at 
about  400  tons. 

Of  the  22,900  tons  of 
citrus  fruit  exported  during 
1977/78,  oranges  ac- 
counted for  17,300  tons. 
This  fruit  went  principally 
to  New  Zealand,  with 
smaller  but  significant 
quantities  moving  to  Hong 
Kong,  Malaysia,  France,  the 
Netherlands,  West  Ger- 
many, and  Sweden.  Canada 
was  the  major  market  for 
mandarin  exports,  which 
totaled  4,900  tons.  France 
was  a major  European  buyer 
of  Australia’s  grapefruit  ex- 
ports, and  Singapore  took 
the  largest  share  of  the  300 
tons  of  export  lemons. 

Following  temporary  as- 
sistance to  the  citrus  indus- 
try last  year  by  imposition 
of  a 65  percent  ad  valorem 
duty  on  orange  juice,  Aus- 
tralia’s Industries  Assist- 
ance Commission  was 
authorized  to  study  the  en- 
tire industry  and  recom- 


mend levels  of  protection. 

The  Commission  on 
March  26  released  its  re- 
port, recommending  a duty 
of  20  percent  on  all  citrus 
juice  except  lime  juice  and 
payment  of  a bounty  on 
juice  produced  from  do- 
mestic oranges  of  5 Aus- 
tralian  cents  ($A1  = 
US$1,146)  per  liter  in  the 
first  year,  3 cents  in  the 
second,  and  1 cent  in  the 
third  and  final  year. 

However,  it  is  question- 
able whether  the  Govern- 
ment will  accept  these  rec- 
ommendations, as  the  level 
of  tariff  protection  recom- 
mended is  opposed  by  the 
industry  as  inadequate  and 
the  prospect  of  paying  out 
$A8  million  in  bounties  over 
the  next  3 years  has  little 
appeal  to  a Government 
practicing  budgetary  strin- 
gency. 

To  overcome  some  of 
these  problems,  the  Gov- 
ernment may  consider  a 
sliding-scale  ad  valorem 
tariff  with  a duty  deter- 
mined by  the  f.o.b.  value  of 
the  product,  or  reimposition 
of  import  quotas. 

The  outlook  for  the  1978/ 
79  season  is  for  somewhat 
lower  production,  largely 
because  of  smaller  Valencia 
crops.  Navel  orange  out- 
turns are  expected  to  re- 
cover from  1977/78’s 

123.000  tons  to  about 

131.000  tons.  On  the  other 
hand,  Valencia  setting  ap- 
pears to  be  variable  and 
relatively  light,  compared 
with  the  1977/78  season’s 
heavy  crop  in  some  major 
producing  districts. 

Production  of  valencias 
in  New  South  Wales  is  ex- 
pected to  be  well  below  the 
1977/78  level,  while  out- 
turns in  Victoria  and  South 
Australia  also  are  expected 
to  be  less  than  the  previous 
year’s  total.  A crop  of  about 

208.000  tons  seems  likely. 

The  mandarin  crop  for 

1978/79  is  expected  to  be 
somewhat  better  than  the 
previous  year’s,  as  yields  in 


Queensland  probably  will 
recover  to  their  normal 
level.  In  other  States,  yields 
should  be  fairly  good,  as 
growers  are  using  thinning 
sprays  to  ensure  sizing  of 
the  crop. 

Grapefruit  production 
also  will  be  somewhat 
higher  in  1978/79  than  in 
1977/78,  mainly  because  of 
new  plantings  that  are  now 
reaching  the  bearing  stage. 
Improved  moisture  condi- 
tions in  the  New  South 
Wales  coastal  areas  should 
result  in  a larger  lemon 
crop  than  in  the  previous 
year.  Total  output  should 
be  about  38,000  tons. 

Australia’s  domestic  de- 
mand for  citrus  juice — 
mainly  orange  juice — has 
increased  nearly  20  percent 
annually  since  the  early 
1970’s.  This  high  rate  has 
been  maintained  in  the  past 
2 years  despite  relatively 
depressed  economic  condi- 
tions and  high  unemploy- 
ment. Consequently,  a fur- 
ther rise  in  consumption 
may  be  expected  during  the 
next  few  years. 

Australia’s  per  capita 
consumption  is  estimated 
at  about  9 liters  of  pure  fruit 
juice  equivalent  per  annum, 
compared  with  21  liters  in 
the  United  States. 

The  gains  of  recent  years 
have  been  largely  the  re- 
sult of  rising  real  incomes 
and  fairly  stable  prices. 
However,  the  imposition  in 
1977  of  a 65  percent  ad  va- 
lorem tariff  on  imported 
concentrates,  coupled  with 
higher  world  prices  follow- 
ing the  Florida  crop  short- 
fall, has  led  to  higher  im- 
port prices  and  domestic 
processing  fruit  prices. 

Consequently,  retail 
prices  for  fresh  and  recon- 
stituted juice  have  risen 
substantially  in  recent 
months  and  may  rise  fur- 
ther in  the  coming  year. 
Whether  consumption 
growth  can  be  maintained 
under  these  circumstances 
remains  to  be  seen.  □ 
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U.S.  Farm  Export  Value 
In  October-June  Hits 
Record  $20.5  Billion 

By  Sally  Breedlove  Byrne 


Although  exports  of  U.S. 

farm  products  during 
October  1977-June  1978  at 
a record  $20.5  billion  were 
8 percent  higher  in  value 
than  in  the  comparable 
1976/77  period,  the  most 
impressive  gains  of  the  lat- 
est 9-month  period  oc- 
curred during  March-June, 
when  overseas  shipments 
climbed  a sturdy  21  percent 
above  the  year-earlier  level. 

The  higher  value  was 
largely  a result  of  expanded 
export  volume  of  wheat, 
soybeans  and  products, 
and  feedgrains.  Export  unit 
values  were  generally  low- 
er, on  average,  during  the 
October-June  period. 

Wheat’s  unit  value  dipped 
5 percent  to  $119  per  ton, 
and  the  feedgrain  unit  value 
declined  7 percent  to  $102. 

The  soybean  unit  value 
dropped  17  percent  to  $239 
per  ton,  and  the  unit  value 
for  cotton  went  down  17 
percent  to  $280  per  480-lb 
bale. 

Export  unit  values  aver- 
aged higher  for  a number  of 
important  commodities,  in- 
cluding tobacco  (up  12  per- 
cent), rice  (up  26  percent), 
meat  (up  14  percent),  cat- 
tle hides  (up  14  percent), 
and  fresh  fruit  (up  21  per- 
cent). 

The  greatest  growth  in 
agricultural  exports  during 
October-June  was  in  ship- 
ments to  the  USSR,  Eastern 
Europe,  Latin  America,  and 


Ms.  Byrne  is  an  economist  in 
USDA’s  Economics,  Statistics, 
and  Cooperatives  Service. 


the  People’s  Republic  of 
China. 

Disappointing  crops  in 
these  regions  in  1977/78 
increased  requirements  for 
imported  grains  and  oil- 
seeds. Shipments  also  ex- 
panded to  most  other  areas 
except  the  European  Com- 
munity (EC),  Canada,  and 
India. 

U.S.  soybean  exports 
jumped  23  percent  in  vol- 
ume during  October-June. 
Exports  were  boosted  by 
large  U.S.  supplies,  more 
favorable  prices  relative  to 
feedgrain  prices,  and  the 
expansion  in  foreign  live- 
stock industries.  In  recent 
months,  U.S.  exports  were 
spurred  by  the  shortfall  in 
the  Brazilian  soybean  crop. 

Shipments  of  U.S.  soy- 
beans to  the  EC  were  up 
20  percent  to  7.7  million 
tons,  and  shipments  to  Ja- 
pan were  up  21  percent  to 
3.14  million  tons.  Ship- 
ments to  Spain  and  Por- 
tugal scored  strong  in- 
creases, and  exports  to 
Israel  rose. 

U.S.  soybean  exports  to 
the  developing  countries  ex- 
panded by  40  percent,  main- 
ly because  of  larger  ship- 
ments to  Mexico,  Indonesia, 
Taiwan,  and  Korea.  Ship- 
ments to  Eastern  Europe 
rose,  but  exports  to  the 
USSR  were  down  16  per- 
cent. 

Exports  of  U.S.  oilcake 
and  meal  outpaced  soy- 
bean exports.  Increases 
were  recorded  for  ship- 
ments to  most  major  mar- 
kets. 


U.S.  vegetable  oil  exports 
rose  25  percent  in  volume 
during  the  first  9 months  of 
fiscal  1978.  The  shipment  of 
91,000  tons  of  soybean  oil 
to  the  PRC  accounted  for  a 
large  part  of  the  increase. 

Vegetable  oil  exports  to 
Latin  America,  Western 
Europe,  and  Pakistan  were 
up  during  October-June. 
Shipments  to  India  declined 
14  percent  in  volume. 

U.S.  wheat  exports  in 
October-June  recovered 
strongly  from  the  low  level 
of  1976/77.  Most  of  the  in- 
crease occurred  in  ship- 
ments to  the  developing 
countries,  with  gains  also 
registered  in  exports  to 
Western  Europe,  Eastern 
Europe,  and  the  USSR. 

U.S.  wheat  exports  to 
Latin  America  more  than 
doubled,  reaching  5 million 
tons.  Brazil  accounted  for 
most  of  the  increase.  Ship- 
ments also  expanded  to 
Mexico,  Colombia,  Venezu- 
ela, Iraq,  Saudi  Arabia, 
Pakistan,  the  Philippines, 
and  Taiwan.  Exports  to 
Korea  fell  17  percent,  and 
to  Egypt  by  12  percent. 

The  West  European 
wheat  crop  was  of  poor 
quality  in  1977,  and  exten- 
sive wheat  imports  were  re- 
quired. U.S.  wheat  exports 
to  the  region  rose  86  per- 
cent in  volume.  Shipments 
to  Japan  declined  4 per- 
cent. 

Exports  to  the  USSR  rose 
11  percent  to  2.74  million 
tons.  Exports  of  238,000 
tons  were  made  to  the  PRC 
during  October-June. 

U.S.  feedgrain  exports 
rose  4 percent  in  value  in 
October-June  as  the  drop- 
off in  shipments  to  the  EC 
was  offset  by  increases  to 
most  other  areas. 

Because  of  the  recovery 
in  EC  feedgrain  production 
in  1977,  U.S.  feedgrain  ex- 
ports to  the  region  declined 
49  percent  to  7.7  million 
tons. 

Shipments  to  the  USSR 


rose  from  2.82  million  tons 
to  8.55  million  in  October- 
June.  Large  increases  also 
were  recorded  in  shipments 
to  Japan  (up  9 percent), 
Spain  (up  40  percent),  Tai- 
wan (up  41  percent),  Korea 
(up  32  percent),  and  Africa 
(up  27  percent).  Direct  ex- 
ports to  Eastern  Europe 
jumped  68  percent  in  vol- 
ume. 


Farm  Export  Highlights 

Following  a slow  start 
last  fall,  U.S.  farm  exports 
have  been  booming  this 
year.  Since  March,  exports 
have  been  running  at  a rec- 
ord 21  percent  above  the 
year-earlier  value. 

• Strong  livestock  indus- 
tries abroad  and  the  Brazil- 
ian crop  shortfall  have 
given  great  impetus  to  U.S. 
soybean  and  oilmeal  ex- 
ports. 

• U.S.  wheat  exports 
were  up  by  more  than  6 
million  tons  in  October- 
June  over  the  year-earlier 
period. 

• Cotton  export  volume 
jumped  a fifth,  boosted  by 
larger  U.S.  supplies,  lower 
prices,  and  a reduced  crop 
in  the  PRC. 

• The  People's  Republic 
of  China  reentered  the  mar- 
ket for  U.S.  farm  products. 
U.S.  farm  exports  to  the 
PRC  totaled  $198  million, 
mostly  cotton,  soybean  oil, 
and  wheat. 

• U.S.  agricultural  ex- 
ports to  the  USSR  rose  55 
percent  to  $1.5  billion  and 
included  8.55  million  tons 
of  corn  and  2.74  million  of 
wheat. 


The  total  rice  export  vol- 
ume was  unchanged  in  Oc- 
tober-June, although  there 
were  many  shifts  among  the 
major  markets.  Exports  to 
developed  countries  fell  al- 
most a fifth,  while  exports 
to  developing  countries 
rose  nearly  a tenth. 

U.S.  tobacco  exports 
dipped  3 percent  in  volume 
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during  October-June.  Ship- 
ments to  the  EC  were  down 

3 percent  to  83,600  tons. 
Shipments  were  up  37  per- 
cent to  the  United  Kingdom 
and  8 percent  to  Italy  but 
declined  34  percent  to  West 
Germany.  Exports  to  Japan 
increased  11  percent  to  51,- 
400  tons. 

An  8-percent  volume  de- 
cline was  recorded  in  U.S. 
tobacco  exports  to  the  de- 
veloping countries,  largely 
because  of  smaller  ship- 
ments to  Korea,  Egypt,  and 
Thailand. 

U.S.  exports  of  animals 
and  animal  products  in- 
creased 6 percent  in  value 
during  October-June.  Much 
of  the  increase  was  a re- 
sult of  larger  shipments  of 
poultry  products  and  high- 
er unit  values  for  meat  ex- 
ports. 

Meat  export  volume  de- 
clined 4 percent.  Larger 
beef  shipments  did  not  off- 
set the  drop  in  pork  and 
variety  meat  exports.  Meat 
exports  were  down  31  per- 
cent to  Canada  and  4 per- 
cent to  the  EC  but  were  up 
17  percent  to  Japan. 

U.S.  exports  of  animal 
fats  and  oils  also  declined 

4 percent  in  volume  during 
October-June.  Shipments  to 
the  EC  were  down  29  per- 
cent, and  shipments  to 
Korea  fell  35  percent.  Ship- 
ments were  larger  to  Latin 
America  and  Egypt. 

The  export  value  of  hides 
and  skins  rose  marginally 
in  October-June.  The  value 
of  furskin  exports  declined 
4 percent.  The  4-percent 
volume  drop  for  whole  cat- 
tle hides  was  offset  by 
higher  unit  values.  Volume 
declines  were  recorded  to 
the  EC  (down  37  percent) 
and  Eastern  Europe  (down 
20  percent),  but  shipments 
increased  to  Japan,  Korea, 
and  Mexico. 

October-June  fruit  ex- 
ports were  boosted  by  high- 
er prices  and  expanded  vol- 
ume for  many  items.  □ 


U.S.  Agricultural  Exports:  Value  by  Commodity,  October-June 

1974/75-1977/78 


Commodity 

1974/75 

1975/76 

1976/77 

1977/78 

1976/77- 

1977/78 

Mil.  dol 

Mil.  dol. 

Mil.  dol. 

Mil.  dol. 

Percent 

Animals  and  animal  products 

change 

Dairy  products  

116 

92 

121 

115 

-4 

Fats,  oils,  and  greases  

343 

299 

421 

419 

0 

Hides  and  skins,  excl.  furskins  

323 

480 

636 

644 

+ 1 

Meat  and  meat  products  

264 

455 

453 

496 

+ 10 

Poultry  and  poultry  products  

101 

165 

215 

252 

+ 17 

Other  

153 

161 

136 

175 

+ 29 

Total  animals  and  products  

1,300 

1,652 

1,982 

2,101 

+ 6 

Grains  and  preparations 

Feedgrains  and  products  

3,897 

4,634 

4,321 

4,191 

-3 

Rice  



822 

421 

481 

603 

+ 25 

Wheat  and  major  products  

3,832 

3,516 

2,187 

2,811 

+ 28 

Other  

95 

110 

113 

113 

0 

Total  grains  and  preparations  

8,646 

8,681 

7,102 

7,718 

+ 9 

Oilseeds  and  products 

Cottonseed  and  soybean  oil  

534 

259 

456 

547 

+ 20 

Soybeans  

2,457 

2,547 

3,836 

3,976 

+ 4 

Protein  meal  

559 

631 

787 

902 

+ 15 

Other  

382 

384 

403 

622 

+ 54 

Total  oilseeds  and  products 

3,932 

3,821 

5,482 

6,047 

+ 10 

Other  products  and  preparations 

Cotton,  excluding  linters  

800 

629 

1,302 

1,293 

-1 

Tobacco,  unmanufactured  

736 

756 

784 

855 

+ 9 

Fruits  and  preparations  

486 

541 

571 

709 

+ 24 

Nuts  and  preparations  

128 

140 

171 

220 

+ 29 

Vegetables  and  preparations  

446 

717 

571 

506 

-11 

Feed  and  fodders  

223 

270 

473 

411 

-13 

Other  

415 

198 

536 

651 

+ 21 

Total  products  and  preparations  

3,234 

3,251 

4,579 

4,645 

+ 1 

Total  

17,112 

17,405 

18,974 

20,511 

+ 8 

U.S.  Agricultural  Exports:  Volume  by  Commodity,  October-June 

1974/75-1977/78 


Commodity 

1974/75 

1975/76 

1976/77 

1977/78 

1976/77- 

1977/78 

1,000  mt 

1 ,000  mt 

1,000  mt 

1,000  mt 

Percent 

change 

Wheat  and  products  

20,971 

22,252 

16,929 

23,081 

+ 36 

Feedgrains  and  products  

27,301 

38,608 

39,190 

40,840 

+ 4 

Rice  

1 .928 

1,298 

1,567 

1,567 

0 

Soybeans  

9,072 

12,990 

13,514 

16,649 

+ 25 

Oilmeal  

3,208 

4,027 

3,546 

4,648 

+ 31 

Vegetable  oils  

. 843 

744 

939 

1,153 

+ 23 

Cotton,  excluding  linters  

684 

526 

838 

1,003 

+ 20 

Tobacco  

224 

223 

216 

210 

-3 

Total  

64,231 

80,668 

76,739 

89,151 

+ 16 

U.S.  Agricultural  Exports:  Value  by  Leading  Markets1 


Country 

1975/76 

1976/77 

1977/78 

1976/77- 

1977/78 

Mil.  dol. 

Mil.  dol. 

Mil.  dol. 

Percent 

change 

Japan  



2,570 

3,054 

3,209 

+ 5 

Netherlands  

1,356 

1,804 

1,691 

-6 

USSR  - 

1 ,630 

966 

1,496 

+ 55 

West  Germany  

1,292 

1,628 

1,169 

-28 

Canada  



1,067 

1,233 

1,146 

-7 

Korea,  Rep.  of  .. 

551 

670 

745 

+ 11 

Italy  

603 

725 

729 

+ 1 

United  Kingdom  

524 

748 

683 

-9 

Spain  

569 

539 

634 

+ 18 

Taiwan  

— 

420 

488 

545 

+ 12 

1 Not  adjusted  for  transshipments. 
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U.S.-ASEAN  Cooperation 
Reflected  in  T rade,  Aid 


. . Food  aid  can  become  a multiple  resource,  not 
only  in  meeting  food-gap  and  humanitarian  feeding 
requirements,  but  also  as  a positive  development 
resource,”  said  Secretary  Bob  Bergland  at  the 
second  ASEAN-U.S.  Dialog  (Washington,  D.C., 
August  4).  Excerpts  from  his  remarks  follow: 


The  goals  of  ASEAN  1 and  U.S.  aspirations  for  the 
ASEAN  countries  frequently  come  down  to  the  most  basic 
of  agricultural  issues — farm  productivity,  nutrition  and 
health,  ownership  of  land,  water  management,  forestry, 
the  welfare  of  people  living  on  the  land,  and  trade. 

As  a customer  for  ASEAN  farm  products,  the  United 
States  is  not  only  the  largest  market  for  those  products 
but  also  the  most  open  to  the  products  produced  and 
traded  in  Southeast  Asia.  U.S.  agricultural  imports  from 
ASEAN  countries  amount  to  about  $1.7  billion,  which  is 
13  percent  of  total  U.S.  imports  of  food  products.  Since 
U.S.  agricultural  exports  to  ASEAN  countries  amount  to 
some  $700  million,  this  trade  represents  to  the  ASEAN 
group  an  agricultural  trade  surplus  of  approximately  $1 
billion. 

The  United  States  joins  in  support  of  ASEAN’s  priority 
objectives,  which  are  in  the  areas  of  trade  and  commodity 
stabilization.  This  country  strongly  supports  the  general 
trade  negotiations  known  as  the  Tokyo  Round.  It  also 
supports  an  International  Wheat  Agreement,  now  being 
negotiated  under  UN  auspices.  Our  goals  in  these  efforts 
are  to  strengthen  market  access,  reduce  trade  restric- 
tions, and  reduce  the  instability  and  uncertainty  that  the 
world  has  experienced  in  production  and  trade. 

In  addition  to  U.S.  efforts  on  the  international  scene,  we 
have  in  our  domestic  farm  programs  put  a heavy  priority 
on  policies  that  contribute  to  world  stability.  For  example, 
a major  concern  has  been  to  develop  a workable  grain 
reserve  program  for  our  agriculture. 

The  United  States  has  now  established  a program  of 
farmer-owned  reserve  stocks  of  wheat,  feedgrains,  and 
rice.  Through  this  program,  the  Government  offers  finan- 
cial incentives  for  producers  to  withhold  supplies  of  grain 
from  the  market  during  periods  of  relative  surplus.  These 
supplies  are  then  released  during  periods  of  relative  short- 
age. The  program  will  contribute  substantially  to  price 
stability  and  to  security  of  supply.  Currently,  about  10 
million  metric  tons  of  wheat  and  about  4.4  million  tons  of 
feedgrains  are  being  held  in  the  farmer-owned  reserve 
program.  We  have  set  no  limits  on  the  quantity  of  grain 
that  can  go  into  this  reserve. 

Also,  Congress  is  considering  legislation  that  would 
create  an  International  Emergency  Wheat  Reserve.  This 
reserve  stock  of  up  to  6 million  tons  would  be  used  to 
ensure  that  the  United  States  can  meet  priority  food  aid 


1 Association  of  Southeast  Asian  Nations  (Singapore,  Philippines, 
Thailand,  Malaysia,  and  Indonesia). 


commitments.  The  new  legislation  would  also  provide 
authority  to  adjust  this  special  reserve  stock  program,  if 
necessary,  to  meet  any  U.S.  obligations  under  a new 
International  Wheat  Agreement. 

The  new  agreement,  which  we  hope  will  be  formally 
negotiated  in  November,  will  contain  two  conventions. 
The  Wheat  Trade  Convention  will  be  designed  to  mod- 
erate extreme  price  swings  in  the  world  wheat  market. 
The  Food  Aid  Convention  will  seek  to  satisfy  the  World 
Food  Conference  target  of  a minimum  10  million  tons  of 
grain  for  food  aid  annually. 

A central  mechanism  to  stabilize  prices  and  to  improve 
food  security  under  the  Wheat  Trade  Convention  will  be 
a system  of  wheat  reserve  stocks  that  we  hope  will  be 
established  at  a global  level  of  30  million  tons.  These 
reserves  would  be  operated  under  internationally  agreed 
rules  but  would  be  established  and  maintained  under 
national  administration  or,  in  some  cases  where  efficiency 
is  greater,  under  reaional  management. 

Toward  that  food  aid  goal,  the  United  States  has 
pledged  itself  to  commit  a minimum  of  4.47  million  tons 
of  grains  annually  under  a new  convention.  This  would 
more  than  double  the  current  U.S.  commitment.  We  have 
also  proposed  a new  Special  Provision  for  Emergency 
Needs,  under  which  donor  countries  would  increase  their 
food  aid  up  to  20  percent  above  their  basic  commitments 
in  times  of  special  needs  by  developing  countries. 


Pakistan's  Cotton 
Export  Supplies  Jump 


A drop  in  Pakistan’s  do- 
mestic cotton  use  com- 
bined with  a much  larger 
crop  has  greatly  enlarged 
the  country’s  exportable 
supplies  for  the  1977/78 
marketing  year  (September- 
August).  In  the  first  8 
months  of  the  just-ending 
season,  cotton  exports  have 
rebounded  sharply  from  the 
drastically  reduced  level  of 
1976/77. 

Preliminary  projections 
point  to  a further  rise  in 
cotton  production  and  ex- 
port supplies  for  1978/79 
as  the  Government  focuses 


Based  on  reports  from  Office 
of  U.S.  Agricultural  Attache, 
Islamabad;  and  Cotton  and 
Tobacco  Division,  Commodity 
Programs,  FAS. 


more  on  the  cotton  situa- 
tion in  an  effort  to  bring 
production  back  to  the 
levels  of  the  past.  Pakistan 
is  Asia’s  fourth  largest  cot- 
ton producer. 

Pakistan’s  domestic  mill 
use  of  cotton  in  1977/78  is 
estimated  at  1.57  million 
bales  (480  lb  net),  com- 
pared with  1.73  million 
bales  in  1976/77.  The 
country’s  textile  industry 
claims  that  Government 
pricing  policy  and  compe- 
tition from  other  Asian 
countries — some  of  which 
are  manufacturing  cotton 
goods  from  lower  priced 
Pakistani  raw  cotton — are 
preventing  domestic  offtake 
from  expanding  as  had 
been  expected  earlier. 

As  of  July  1977,  the  Tex- 
tile Commissioner’s  Orga- 
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If  this  Food  Aid  convention  with  the  Special  Provision 
for  Emergency  Needs  is  negotiated  and  ratified  by  the 
United  States,  we  would  then  be  obligated  by  treaty  to 
provide  at  least  4.47  million  tons  of  grain  for  food  aid 
each  year  and  perhaps  as  much  as  6 million  tons  under 
certain  circumstances.  The  proposed  International  Emer- 
gency Wheat  Reserve  now  before  Congress  will  help 
assure  that  the  United  States  can  meet  these  commit- 
ments. 

Another  development  is  the  special  500,000-ton  inter- 
national emergency  food  reserve  set  up  on  a temporary 
basis  following  the  World  Food  Conference.  In  Mexico 
City,  at  the  World  Food  Council  meeting  in  June,  the 
United  States  indicated  it  would  support  the  establishment 
of  the  500,000-ton  reserve  on  a continuing  basis  with 
yearly  replenishment.  This  is  another  important  means  of 
combatting  the  spread  of  malnutrition  and  hunger  among 
the  world’s  poor  nations. 

Finally,  the  recent  decision  by  ASEAN  to  establish  a 
regional  rice  reserve  should  also  help  to  contribute  to 
greater  food  security.  We  are  interested  in  learning  more 
about  the  proposed  reserve.  We  would  be  prepared  to 
engage  in  technical  discussions  with  ASEAN  with  a view 
to  assisting  ASEAN  in  its  endeavors  to  establish  regional 
rice  reserves,  if  ASEAN  so  wishes. 

The  United  States  is  encouraged  by  the  positive  efforts 
of  the  ASEAN  member  countries  in  increasing  agricultural 


production.  And  as  the  economies  of  the  member  coun- 
tries continue  to  strengthen  and  grow,  we  look  forward  to 
supplying  a share  of  your  increased  commercial  agricul- 
tural import  demands.  However,  it  appears  that  even  with 
increased  production  and  increased  levels  of  imports,  for 
the  intermediate  terms,  at  least,  there  will  continue  to  be 
a need  for  food  aid.  Exports  to  ASEAN  countries  under 
P.L.  480  amount  to  just  under  $200  million. 

In  the  programming  of  food  aid,  my  country  is  becom- 
ing more  and  more  convinced  that,  if  programmed  care- 
fully, food  aid  can  become  a multiple  resource,  not  only 
in  meeting  food-gap  and  humanitarian  feeding  require- 
ments, but  also  as  a positive  development  resource.  The 
plan,  therefore,  is  to  work  closely  with  the  ASEAN  mem- 
ber countries  both  through  multilateral  and  bilateral  chan- 
nels to  assure  that  generated  local  currency  or  the  food 
itself  is  targeted  in  support  of  policies  or  projects  de- 
signed to  promote  development. 

The  new  U.S.  Food  for  Development  Program  (Title  III 
of  P.L.  480),  authorized  just  last  year,  provides  for  a waiver 
of  loan  repayments  when  food  aid  resources  are  used  in 
support  of  agreed-upon  development  policies  and  proj- 
ects. Although  the  program  is  new,  with  many  details  to 
be  worked  out,  we  have  had  substantive  discussions  on 
potential  Title  III  projects  with  several  countries,  including 
some  of  your  member  countries.  □ 


nization  reported  that  the 
number  of  spindles  working 
were  73  percent  of  installed 
capacity  (the  same  as  the 
previous  year),  but  the  num- 
ber of  looms  in  operation 
stood  at  67  percent  of 
capacity,  compared  with  79 
percent  a year  earlier. 

Stocks  were  low  at  the 
beginning  of  the  1977/78 
cotton  year,  owing  to  two 
poor  crops  in  a row.  How- 
ever, the  tight  supply  situa- 
tion should  improve. 

The  country’s  lower  cot- 
ton consumption  this  sea- 
son has  resulted  in  a 
buildup  of  around  800,000 
bales  available  for  export 
and  stocks  in  the  1977/78 
season.  From  September 
1977  through  April  1978, 
Pakistani  cotton  exports 
totaled  about  331,000  bales, 
including  32,000  bales  of 
short-staple  desi  cotton. 

500,000-Bale  Exports 

Estimated  exports  for  the 
full  1977/78  season  are 
now  around  500,000  bales 
(up  from  the  previous  esti- 


mate of  353,000),  represent- 
ing a sharp  rise  from  the 
low  level  of  65,000  bales 
exported  in  1976/77.  Ex- 
ports totaled  418,000  bales 
in  1975/76. 

Major  current  markets 
for  Pakistani  upland  cotton 
include  Hong  Kong,  Japan, 
the  Philippines,  Indonesia, 
and  Bangladesh.  Desi  cot- 
ton exports  are  almost  en- 
tirely shipped  to  Japan. 

Cotton  has  always  been 
a major  source  of  Pakis- 
tan’s foreign  exchange 
earnings,  but  the  value  of 
the  country’s  cotton  ex- 
ports fell  from  $156  million 
in  1975  to  $48  million  in 
1976  and  $31  million  in 
1977.  As  an  export  earner 
last  year,  cotton  ranked 
with  fruits  and  vegetables 
far  below  rice. 

In  recent  years,  much  of 
Pakistan’s  cotton  crop  has 
been  exported  in  the  form 
of  textiles  rather  than  raw 
cotton.  For  instance,  ex- 
ports of  cotton  yarn  and 
cloth  in  1976  were  the 
equivalent  of  about  750,000 


bales. 

Pakistan’s  cotton  imports 
are  negligible.  But  imports 
of  manmade  fibers  rose 
from  7,888  tons  in  the  fourth 
quarter  of  1976  to  16,555 
tons  in  the  last  quarter  of 
1977.  On  January  1,  1978, 
Pakistan  increased  the  im- 
port duties  on  yarns  from 
manmade  fibers  in  hopes  of 
cutting  back  the  import 
flow. 

Current  estimates  of 
Pakistan’s  1977/78  cotton 
production  and  area  remain 
unchanged  at  2.4  million 
bales  from  1.8  million  hec- 
tares. Cotton  output  is 
showing  an  upturn  follow- 
ing the  poor  harvest  of  1.9 
million  bales  in  1976/77. 
Annual  production  is  ex- 
pected to  rise  only  moder- 
ately over  the  near  term  as 
the  Government  puts  prior- 
ity on  boosting  yields  while 
holding  planted  cotton  area 
near  present  levels,  in  order 
to  shift  more  land  to  wheat, 
the  country’s  major  food. 

Complaining  about  the 
prices  at  which  Pakistani 


cotton  is  being  sold  on 
world  markets,  the  coun- 
try’s cotton  traders  are  cur- 
rently campaigning  for  the 
freeing  of  cotton  exports 
and  reopening  of  the  cotton 
exchange  in  Karachi.  Con- 
tending that  no  other  coun- 
try in  the  world  sells  cotton 
at  such  low  prices,  traders 
said  Pakistani  cotton  was 
selling  at  about  7 cents  per 
pound  below  world  prices 
in  March. 

Concern  Over  Sugar 
Mills  in  Cotton  Areas 

In  other  developments, 
both  the  Pakistan  Central 
Cotton  Committee  and  the 
Karachi  Cotton  Association 
(KCA)  have  recently  ex- 
pressed new  concern  about 
Government  policy  under 
which  new  sugar  mills  are 
being  set  up  in  cotton-grow- 
ing areas.  The  KCA  main- 
tains that  since  sugarcane 
requires  three  times  as 
much  water  as  cotton, 
every  additional  hectare  of 
sugarcane  could  reduce  the 
area  sown  to  cotton  by 
3 hectares.  □ 
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Brazil,  Japan  Discuss 
Trade  and  Investments 

A recent  Brazil-Japan  economic  seminar  to  widen 
commercial  interests  between  the  two  countries  fo- 
cused on  the  three  major  themes  of  large  scale  joint- 
venture  projects,  investment  opportunities  in  Brazil, 
and  bilateral  trade,  including  agricultural  products, 
according  to  reports  from  the  U.S.  Embassy,  Tokyo. 

Participating  in  the  seminar,  held  in  Tokyo  on 
May  30-31,  were  more  than  a hundred  Japanese 
businessmen  representing  trading  firms,  banks,  and 
manufacturers  and  some  40  Brazilian  Government 
officials  and  businessmen. 

At  a press  conference  on  the  last  day  of  the 
seminar,  Brazil’s  Planning  Minister  Velloso  indicated 
that  final  signing  of  agreements  to  establish  three 
joint  companies  in  Brazil  was  scheduled  to  take 
place  in  Brazil  in  June.  One  of  the  joint  companies 
will  promote  agricultural  development  of  50,000  hec- 
tares in  the  Brazilian  State  of  Minas  Gerais  for  grow- 
ing soybeans,  corn,  wheat,  coffee,  and  possibly  milo 
for  domestic  and  export  use. 

Velloso  also  said  Brazil  would  like  for  Japan  to 
import  more  Brazilian  goods,  including  farm  prod- 
ucts, agri-business  equipment,  and  other  finished 
products.  In  this  connection,  he  added,  Brazil  is 
prepared  to  sign  a long-term  contract  with  Japan  to 
continue  to  supply  the  Japanese  with  minerals  and 
agricultural  products. 

In  addition,  Velloso  said  Brazil  welcomes  Japa- 
nese investments  in  such  fields  as  iron  and  steel, 
petro-chemicals,  paper/pulp,  nonferrous  metals, 
chemical  fertilizers,  and  agri-business  as  well  as  in 
sectors  where  no  competition  between  these  two 
countries  exists. 

However,  a representative  of  Japanese  business- 
men at  the  meeting  expressed  concern  over  recently 
introduced  Brazilian  restrictions  on  foreign  capital 
investments,  describing  these  as  “likely  to  continue 
to  be  a serious  problem  to  economic  relations  be- 
tween Japan  and  Brazil.”  To  date,  little  is  known 
about  Japanese  investments  in  Brazil. 

According  to  data  from  the  Japan  Tariff  Associa- 
tion, Ministry  of  Finance,  trade  between  the  two 
nations  in  calendar  1977  climbed  to  $1.8  billion  from 
$1.7  billion  in  1976.  Japan's  exports  to  Brazil  totaled 
$840  million  last  year  while  Japanese  imports  from 
Brazil  amounted  to  $947  million. 

The  bulk  of  the  farm  trade  consisted  of  Japanese 
imports  from  Brazil,  totaling  $350  million  last  year 
and  headed  by  coffee,  sugar,  soybeans,  and  soy- 
bean meal. 

Top  Japanese  farm  imports,  c.i.f.,  from  Brazil 
were:  Coffee  ($167  million);  instant  coffee  ($11  mil- 
lion); unrefined  sugar  ($36  million);  soybeans  ($14 
million)  and  soybean  meal  ($20  million);  horsemeat 
($24  million);  cotton  ($16  million);  cocoa  beans  ($11 
million);  and  cocoa  butter  ($7  million).  □ 


Korea  Revamps  Tariff 
Structure,  U.S.  Farm 
Product  Exports  Benefit 


Korea’s  imports  of  U.S. 

farm  products  may 
cross  the  $1  -billion  mark 
for  the  first  time,  led  by 
expanding  exports  of  cot- 
ton and  corn. 

U.S.  exports  to  Korea 
have  risen  from  $300  mil- 
lion in  1971  and  reached 
$919  million  in  1977.  Over 
70  percent  of  U.S.  agricul- 
tural exports  to  South  Korea 
now  enter  the  country  duty 
free  or  at  duty  of  less  than 
5 percent  ad  valorem. 

Partly  because  of  recent 
liberalization  of  its  import 
restrictions,  South  Korea’s 
total  farm  product  imports 
are  expected  to  reach  $1.8 
billion  in  calendar  1978. 
This  figure  will  probably  in- 
clude U.S.  agricultural  ex- 
ports totaling  $1.1  billion, 
including  an  estimated  $350 
million  or  more  of  U.S.  cot- 
ton. 

The  $1. 8-billion  import 
figure  will  be  about  20  per- 
cent higher  than  the  $1.5 
billion  recorded  in  1977  and 
50  percent  greater  than 
1976’s  $1.2  billion. 

The  recent  liberalization 
moves  will  have  the  great- 
est impact  on  imports  of 
cotton  and  other  raw  mate- 
rials used  by  industry,  and 
some  less  important  items 
demanded  by  the  tourist 
trade. 

South  Korea’s  grain  im- 
ports are  influenced  by  a 
number  of  nontariff  bar- 
riers, which  remain.  Since 
that  country  is  now  self- 
sufficient  in  rice,  no  imports 


By  John  B.  Parker,  Jr.,  Foreign 
Demand  and  Competition  Di- 
vision, ESCS. 


will  be  allowed  this  year. 
Government  policies  also 
severely  restrict  imports  of 
wheat  and  barley  by  means 
of  quotas  and  price  regula- 
tions. Imports  of  barley  are 
allowed  only  when  the  do- 
mestic crop  is  below  ex- 
pectations. 

Improvements  in  Korea’s 
foreign  exchange  position 
(a  balance  of  more  than  $3 
billion)  have  permitted  that 
country  to  liberalize  im- 
ports of  some  so-called  lux- 
ury items  used  for  the  tour- 
ist trade  and  in  the  large 
hotels  catering  to  interna- 
tional businessmen.  As  a 
result,  Korea’s  imports  of 
canned  and  snack  food 
have  risen  markedly.  Ko- 
rea’s imports  of  some  other 
relatively  minor  items,  such 
as  grass  seed,  malt,  bever- 
age bases,  and  vegetable 
juices,  also  have  increased. 

South  Korea  has  become 
a growing  market  for  U.S. 
tobacco  because  of  plans 
by  the  Tobacco  Monopoly 
to  produce  more  high-qual- 
ity cigarettes  containing  a 
blend  of  domestic  and  U.S. 
flue-cured  and  burley  to- 
baccos. U.S.  tobacco  ex- 
ports to  Korea  reached 
$21.2  million  in  1977  and 
should  remain  strong  in 
1978. 

During  the  first  8 months 
of  fiscal  1978,  U.S.  agricul- 
tural exports  to  South  Ko- 
rea reached  $664  million — 
up  18  percent  over  the  com- 
parable months  of  fiscal 
1977.  U.S.  cotton  exports  to 
Korea  during  the  1978  pe- 
riod were  up  41  percent  in 
value  to  $250  million.  Strong 
gains  also  occurred  in  U.S. 
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exports  of  corn,  cattle 
hides,  bird  feathers,  and 
live  cattle. 

U.S.  sales  and  exports  of 
corn  to  Korea  so  far  in  fis- 
cal 1978  total  1.47  million 
tons — nearly  double  the  fis- 
cal 1976  level. 

Some  of  the  new  U.S. 
products  showing  up  dur- 
ing the  current  period  in- 
cluded: Baby  chicks,  $334,- 
000;  and  frozen  sweet  corn, 
$124,000.  U.S.  exports  of 
peanuts  to  Korea  reached 
373  tons  valued  at  $314,000 
during  October-May  1977/ 
78 — more  than  triple  the 
level  during  the  first  8 
months  of  fiscal  1977. 


been  beneficial  to  U.S.  ship- 
ments of  these  products. 

Korea’s  tariff  reform — 
which  became  effective 
January  1,  1977,  and  was 
modified  during  1978 — has 
met  with  mixed  reactions 
by  Korean  importers.  Since 
the  early  1970’s  manufac- 
turers paid  no  duty  on  raw 
materials  imported  for  man- 
ufacture into  export  prod- 
ucts. 

But  in  1978  it  was  pro- 
posed that  manufacturers 
and  others  pay  a 20-percent 
import  duty  when  raw  ma- 
terials enter  the  country 
and  then  receive  a rebate 


when  the  finished  products 
are  exported.  Since  this 
would  take  large  sums  of 
private  money  out  of  circu- 
lation and  put  it  into  Gov- 
ernment hands,  the  new 
proposals  were  extremely 
unpopular. 

The  procedure  finally 
adopted  allows  duty-free 
imports  of  that  share  of  raw 
materials  to  be  converted 
into  export  goods.  For  ex- 
ample, a manufacturer  who 
plans  to  export  80  percent 
of  the  products  made  from 
a $1  -million  cotton  ship- 
ment would  pay  a duty  of 
20  percent  on  the  20  per- 


cent he  expected  to  be  con- 
sumed domestically  ($40,- 
000).  Formerly  he  had  to 
pay  $200,000  when  the  raw 
materials  were  imported, 
receiving  a part  of  it  back 
when  the  finished  goods 
were  exported. 

Since  so  much  of  Korea’s 
industry  depends  on  im- 
ported raw  materials,  the 
duty-free  arrangement  for 
raw  materials  converted 
into  export  goods — the  first 
stage  of  a gradual  change- 
over to  a unified  tariff  sys- 
tem— was  believed  to  im- 
pose the  least  hardship  on 
importers.  □ 


Korea  now  has  five  tariff 
classifications:  A general 
schedule;  a temporary 
schedule  carried  in  the 
general  schedule;  a sep- 
arate schedule  of  excep- 
tions, chiefly  for  agricul- 
tural products,  logs,  and 
minerals;  a so-called  flexi- 
ble tariff  schedule;  and  a 
schedule  of  rates  bound  un- 
der the  General  Agreement 
on  Tariffs  and  Trade. 

In  addition,  there  are  two 
minor  schedules  containing 
selected  concessional  rates 
for  products  from  certain 
developing  countries,  and  a 
simplified  tariff  used  for 
processing  items  brought 
into  the  country  by  individ- 
ual travelers. 

Exemption  from  import 
duties  of  imported  seeds, 
breeding  animals,  and  ani- 
mal feed  components  have 


The  United  States:  Agricultural  Exports  to  South  Korea,  U.S.  Fiscal  Years  1976 

and  1977,  and  October-May  1976/77  and  1977/78 

Item 

1976' 

19771 

1976  2 

1977  2 

19761 

1977 1 

1976  2 

1977  2 

Metric 

Metric 

Metric 

Metric 

tons'-' 

tons 3 

tons  3 

tons 3 

$1,000 

$1,000 

$1,000 

$1,000 

Cotton  . 

190,293 

188,333 

117,576 

184,316 

258,436 

296,266 

183,892 

253,891 

Wheat 

1,800,761 

1,970,506 

1,264,958 

1,073,733 

256,177 

232,313 

155,989 

124,847 

Corn 

777,033 

1,205,107 

789,396 

1,087,726 

92,991 

126,255 

86,697 

114,470 

Cattle  Hides  (1,000  pieces) 

3,423 

3,745 

2,202 

2,576 

66,047 

89,671 

51,460 

68,902 

Soybeans 

99,419 

153,933 

92,915 

141,658 

23,663 

42,880 

27,658 

34,767 

Tallow  

83,420 

103,543 

67,021 

44,688 

31,161 

40,546 

25,057 

17,719 

Bird  feathers 

17 

414 

251 

386 

310 

9,898 

5,859 

12,168 

Soybean  meal  

2 

— 

— 

18,644 

8 

— 

— 

4,474 

Cattle  hides  (1,000  pieces) 

1,000 

— 

3,170 

9,754 

707 

4,481 

2,741 

7,856 

Rice  

205,196 

61,282 

60,172 

7 

49,565 

11,716 

11,502 

3 

Fruit  Juices  (1,000  gal.) 

215 

238 

131 

264 

309 

704 

430 

1,057 

Tobacco  

4,515 

4,458 

1,290 

150 

17,305 

21,159 

5,391 

931 

Cottonseed  oil  

555 

872 

608 

805 

309 

704 

478 

614 

Furskins  (1,000)  

250 

276 

202 

64 

677 

1,490 

993 

603 

Beef  and  veal  ..... 

137 

497 

82 

137 

129 

477 

242 

575 

Chocolate  & cocoa  

91 

308 

57 

86 

58 

540 

128 

319 

Peanuts  

— 

137 

119 

373 

— 

137 

84 

314 

Canned  fruit  

157 

234 

170 

331 

151 

198 

138 

310 

Baby  Chicks  (1 ,000) 

6 

— 

— 

173 

7 

— 

— 

334 

Raisins 

222 

151 

25 

145 

229 

270 

52 

240 

Malt  & Malt  extract  

— 

9 

9 

533 

— 

3 

3 

165 

Frozen  Poultry  

5 

256 

28 

110 

5 

36 

23 

83 

Sweet  corn  (frozen)  

— 

— 

— 

1,065 

— 

— 

— 

124 

Seeds 

106 

272 

47 

114 

163 

273 

73 

179 

Total  * 

— 

— 

— 

— 

809,489 

919,022 

564,905 

663,992 

1 Oct. -Sept,  fiscal  year.  2 Oct. -May.  3 Unless  otherwise  noted.  4Tota 

includes  ‘ 

other  items’ 

not  in  table. 

Source:  Bureau  of  the  Census. 
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Japan  Imports 
10  Percent  Less 
Leaf  Tobacco 

Japan’s  imports  of  un- 
manufactured tobacco  in 
Japanese  fiscal  year  1977 
(April  1977-March  1978)  to- 
taled 87,373  metric  tons, 
down  10  percent  from  those 
of  the  previous  year.  The 
decline  primarily  reflects  ef- 
forts to  reduce  stocks  to  a 
24-month  supply,  or  to  what 
the  Japan  Tobacco  and  Salt 
Public  Corporation  (JTS) 
considers  an  optimum  level. 

During  Japan’s  fiscal 
year  1977,  tobacco  manu- 
facturing increased  2.2  per- 
cent to  304.0  billion  pieces, 
up  from  297.5  billion  pieces 
in  1976,  according  to  Dud- 


ley G.  Williams,  U.S.  Agri- 
cultural Attache,  Tokyo. 

The  United  States  sup- 
plied 48,534  tons,  or  56  per- 
cent of  total  leaf  imports  in 
Japan’s  fiscal  year  1977. 
The  U.S.  market  share 
slipped  1 percent  from  the 
previous  year’s,  but  still  re- 
mained well  above  1975’s 
48  percent  level. 

Imports  from  Turkey  re- 
bounded over  tenfold  from 
1976’s  732  tons  to  7,916 
tons  in  1977,  making  Turkey 
Japan’s  second  leading 
supplier. 

Other  major  suppliers  in 
1977  included  (in  tons):  In- 
dia (3,812),  Greece  (3,754), 
the  People’s  Republic  of 
China  (3,722),  Thailand 
(3,418),  South  Korea  (3,416), 
the  Philippines  (2,375),  Italy 
(2,213)  and  Brazil  (1,668).D 


International  Meetings — September 

Date  Organization  and  location 

9-16  FAO  Regional  Conference  for  Near  East — Damascus. 

11- 15  FAO-ECE  Working  Party  on  Mechanization  of 

Agriculture — Geneva. 

12- 14  OECD  Working  Party  on  Fruits  and  Vegetables — 

Paris. 

12-22  FAO  Regional  Conference  for  Africa — Tanzania. 

17- 21  XVI  World  Poultry  Congress — Rio  de  Janeiro. 

18- 21  FAO-WHO  Codex  Alimentarius  Committee  on 

Food  Hygiene — Washington. 

18-22  UNCTAD  Intergovernmental  Group  of  Experts  on 

Tea — Geneva. 

25-27  FAO-WHO  Codex  Alimentarius  Committee  on  Fruits 
and  Vegetables — Washington. 

25-29  International  Coffee  Organization  Council  Meeting — 

London. 

25-29  UNCTAD  Ad  hoc  Working  Group  on  Sisal — Geneva. 


Trade  Teams — 

U.S.  Teams  Overseas 

September 

Date 

Organization 

Visiting 

4-14 

Tanners  Council 

France 

3-25 

National  Renderers 
Association 

Colombia,  Brazil, 
Argentina. 

24-26 

National  Renderers 
Association 

United  Kingdom,  Belgium, 
Netherlands. 

Foreign  Trade  Teams  in  the  United  States 

Date 

Organization 

Visiting 

Aug.  18- 
Sep.  8 

Bolivian  wheat  mission 

Florida,  Illinois,  Kansas, 
Minnesota,  Missouri, 
South  Dakota,  Texas, 
Colorado,  New  York, 
Wyoming. 

Aug.  20- 
Sep.  6 

Bolivian  wheat  team 

Illinois,  South  Dakota, 
Wyoming,  Kansas, 
Texas,  New  York  City, 
Washington,  D.C. 

Aug.  20- 

Taiwanese  feed 

California,  Iowa,  Illinois, 

Sep.  15 

industry  team 

New  York,  Louisiana, 
Texas. 

Aug. 23- 
Sep.  10 

Japanese  wheat  mission 

Oregon,  New  York,  Idaho, 
Nebraska,  California. 

Aug.  23- 

Taiwanese  soybean 

California,  Louisiana, 

Sep.  13 

crushers’  team 

Indiana,  South  Carolina, 
Georgia,  New  York, 
Ohio,  Indiana,  Illinois, 
Missouri,  California. 

2-17 

Korean  poultry  team 

California,  Nebraska,  Iowa, 
Illinois,  Georgia. 

2-17 

Yugoslav  seed  team 

Minnesota,  Oregon, 
California. 

5-Oct.  7 

Philippine  grain  team 

Washington,  Oregon, 
Minnesota,  Kansas. 

6-20 

Romanian  wheat  team 

Illinois,  North  Dakota, 
Colorado,  Kansas, 
Washington,  D.C., 
New  York  City. 

8-24 

Romanian  field  crop  team  Minnesota,  Texas, 

Oregon,  California. 

12-25 

Japanese  wheat  team 

Washington,  Oregon, 
California, 

23-Oct.  8 

Ghanian  wheat  team 

Minnesota,  North  Dakota, 
South  Dakota,  Kansas, 
Texas,  New  York  City, 
Washington,  D.C. 
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